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Dear Paul,

SALFORD CITY COUNCIL - REVIEW OF MANAGEMENT OF SHOP UNITS

1.0
BRIEF TO PLUS PROPERTY SOLUTIONS

1.1
Plus Property Solutions (PPS) have been commissioned by Salford City Council (Housing Strategy) to carry out a review of the asset management strategy and operational framework employed in the management of the Council’s non-housing assets. PPS have been asked to prepare three reports in the completion of the review, as follows:

1. Report in relation to the management of the Council’s non housing assets across Salford

2. Report in relation to the management of the Council’s non housing assets specifically in the Little Hulton area

3. Report in connection to the management of shop units across Salford.

1.2
This report is in relation to the management of the Council’s non housing assets specifically in connection with the management of shop units across Salford.

2.0
METHODOLOGY

2.1
The analysis has been carried out by undertaking a number of interviews with key staff and by desktop analysis of documentation relating to the reviews.

2.2
Interviews were carried out with the following Salford City Council staff. Our thanks are given to all staff who gave up their valuable time in this process;

· Tony Brown (Senior Surveyor)

· Steven Durbar – by telephone (Principal Strategic Property Surveyor, Strategic Property Unit)

· Andrew Hamer (Senior Surveyor, Strategic Property Unit)

· Paul Longshaw (Strategy and Planning Manager, Housing Strategy)

· David Norbury (Principal Development and Property Review Manager)

· Peter Smith (Principal Property Management Surveyor)

2.3
In the preparation of this Report, the following documents were provided by Salford City Council and carefully reviewed;


Specific to Shops:

· Housing Shop Portfolio Review 1998

· Housing Shop Portfolio Review 2001

· Housing Shop Portfolio Review Update 2002

Non-Shop Specific:

· Property Services and Asset Management – Final Scrutiny Committee Report

· Best Value Review of Property Services Phase 2 Implementation Plan

· Salford City Council Capital Strategy and Asset Management Plan 2005 - 2006

3.0
SHOP PORTFOLIO REVIEWS

3.1
The shop portfolio consists of 233 no. shop units across the local authority area. The majority of these units are located within parades of shops within local authority-owned estates.

3.2
The first review of council owned shops was carried out in 1998 in response to concerns raised by local councillors regarding specific problems with shopping parades. The original review included data on the income and expenditure of the portfolio and made recommendations regarding improvements to the property and the service provided to users.

3.3
The second review, carried out in 2001, compared current performance against that identified in 1998 and included option appraisals of individual shops and parades of shops giving recommendations on whether the shop or parade should be:

· Retained

· Demolished

· Sold

· Converted to alternative use

· Shared use with alternative user

That report also considered the range of problems and issues surrounding the shop units and made recommendations. A wide range of issues were considered, including;

· Arrears

· Anti-social behaviour around shops

· Poor design

· Void properties

· Bureaucracy

· User clauses

· Marketing properties

· Repairs and Maintenance

3.4
The Update Report produced in 2002 covered property that was considered problematic and immediate action was considered imperative. Generally these were shops that were void, in poor condition or could be sold to the tenant to raise a capital receipt.

It appears that little consultation was carried out with stakeholders, councillors and tenants in the preparation of the Update Report.
3.5
In general, it is our conclusion that all of the reports contain useful information and the approach to the option appraisals is both clear and rational. However there are a number of issues that require further consideration. The following sections serve to highlight those areas and to highlight potential areas for action to improve the management process.

4.0
KEY ISSUES  

The key issues highlighted from analysis of the various Reports and personal interviews were as follows. 

4.1
Integrated Approach

The original Shop Portfolio Review (1998) was instigated by Property and Development Services with the aim of consulting and involving a number of departments, particularly Housing Strategy. However due to a number of staff changes and lack of resources, Housing Strategy appear to have had little input into the report and its recommendations. There appears to be a lack of priority given to the shop review by senior management.

The lack of direct Housing Strategy input has lead to the report and its recommendations lacking in overall context and they do not address the wider issues around regeneration of housing estates in the city. For example, the link between areas of low housing demand and failing shops and the impact of anti-social behaviour is not addressed fully. The report predominantly focuses on the property aspect of the shops and does not have a holistic approach, which should look at the whole neighbourhood or community within which the shop is placed.

At a strategic level, there is linkage between departments at Strategy Group meetings, at which Directors meet to consider strategic issues affecting specific areas of the borough. However, at the operational level the approach is inconsistent.

There have been a number of areas where development services have been involved fully in the regeneration process from the start including Langworthy and Seedley and Higher and Lower Broughton. This demonstration of good practice has enabled all relevant parties to participate in the process, allowing comprehensive analysis of all available information prior to decisions being made. However, this approach has unfortunately not been applied consistently across the borough.

There have been problems when Property and Development Services have not been involved in regeneration areas from an operational perspective. For example, Property and Development Services had previously been asked by Housing Strategy to carry out valuation work in Concord Place, Charlestown (New Deal Area), but they were not involved in strategic decision-making which directly impacted upon the shopping parades.

Case Study:

At Haymill Avenue, Little Hulton, the impact on a shop unit of demolishing large numbers of surrounding housing units was significant and it appears that there was no consultation with the shop tenant or Development Services prior to the housing clearance.

Case Study:

Development Services carried out security works to a shopping parade at Seaford Road due to problems with crime and anti-social behaviour. Shortly after these works were completed, large-scale demolition of surrounding houses was started though the Housing Department, which in turn caused severe problems for the long-term sustainability of the shop units.

4.2
Action on Recommendations

The Property and Development Services Department have carried out extensive work to the shop portfolio and a number of areas of improvement have been identified with the service and the portfolio itself that require action. 

The aim and objective of these reports was to instigate action within the local authority to tackle these problems. It appears however, that for a number of reasons the action has not been forthcoming and where action has been taken it has generally been ‘fire fighting’ (reactive) work due to significant resident or ward councillor involvement.

For example, decisions have been made regarding the demolition of parades of shops on the Kenyon Way Estate in Little Hulton area because shop units have caused extensive anti-social behaviour and this has become a problematic local issue for local residents and ward councillors.

The establishment of a cohesive strategy for shopping parades has been lacking. As a consequence, it has been difficult to assess the suitability and effectiveness of specific investment decisions as these have tended to have been made on an ad-hoc basis.

The Housing Shop Portfolio Report (2001) and the subsequent Update Report in 2002 again do not appear to have benefited from input by Housing Strategy. The Reports did not go to Committee and as a consequence, the recommendations contained therein were not acted upon.

These recommendations would now need to be revisited, as they are out of date. 

4.3
Communication between departments

There appears to be a lack of communication between departments on a day-to-day basis at the operational level. It is vitally important that Housing Strategy and Property and Development Services work closely together when formulating recommendations for the shop units.

4.4
Resources

Staff resources have been raised as a major issue that impacts on the ability of the departments to spend time on strategic housing issues. Pressure on staff to deal with an increasing maintenance workload and tenant issues within Development Services has meant that less time is available to deal strategically with the shop portfolio.

In addition, there have been issues of long-term staff absences and failure to recruit for some roles. There is a need for a resource, which tackles the strategic requirements for asset management. The role of asset manager is key to this process and it is vital that this position is filled with a suitable candidate or the role covered by re-organising existing staff resources.  

Major investment in the shop units has been severely hampered by the lack of capital funding for major works. The current budget for maintenance of £60,000 for 2004 covers only day-to-day external repairs and does not allow for longer term investment decisions to be made. Staff are concerned that the budget does not adequately cover the requirements for day-to-day repair that are actually required. As a result, only those repairs that are considered absolutely essential are being actioned.

It should be noted that if any shops are sold as part of the strategic approach to asset management, the capital receipt is not retained by Housing and therefore does not provide a benefit to the department in terms of redeploying assets in the most appropriate way.

Currently there appears to be no cost/revenue analysis available for the shop units, which means that informed investment decisions cannot be made. It is of concern that there is currently no data available that allows staff to analyse the costs (maintenance, staff and administration) of managing a particular unit. It may be the case that the rationalisation of some shop units would improve the day-to-day budget situation by reducing the numbers of shop units with the highest maintenance costs. This information would be one factor in the option appraisal process for these units.

The provision of sufficient resourcing for the management and future investment in the shop units is vitally important if the long-term future of the shops is to be secured. It will require prioritisation from senior management if the necessary improvements are to be made.

4.5
Audit Trail

Although the majority of the maintenance budget spent on the shops is on day-to-day repairs it is still vital that the parameters for budgetary spend are made clear to staff and recorded. This means that there needs to be an understanding of the priorities for day-to-day repairs within the budgetary limits that the authority is working.

Wherever major investment works have been carried out to any shop units, it is vitally important to maintain an audit trail through careful record-keeping and filing of information. We understand that this has already been highlighted as requiring attention within the Property and Development Services Department.

4.6
Risk Analysis

Risk analysis should be part of the day-to-day workings of the department.  The authority needs to ensure that staff are able to challenge the status quo. For example, the risk associated with the retention of a particular shop unit if there is little trade, rent arrears and anti-social behaviour. The risk associated with retention of assets must be considered in addition to the risk of alternative options. A strategic area-based approach to decision making with regard to the shop units will enable all factors to be considered.

In terms of a review of the shop portfolio, it is important that risk analysis forms a vital part of the option appraisal process and that each member of staff is well trained in this area. The analysis of potential and real risk should be included staff work plans and appraisals.

4.7
Strategic Property Management Unit

To date, the Strategic Property Management Unit (SPMU) has had little involvement in the Shop Portfolio reviews. It would be useful to consider the resources within this team in terms of strategic input on specialist reviews such as the shop portfolio, as the team has expertise on best value and asset management plan processes.

5.0
RECOMMENDATIONS AND CONCLUSIONS

5.1
The last Update of the Shop Portfolio Review (2002) is now considered to be out of date and it is therefore recommended that this information be updated. However, we would recommend a different approach to the review that would involve an area-based team with representation from Housing Strategy, Property and Development Services and the Strategic Property Management Unit. 


It is highly recommended that the approach is based on the analysis of an area (estate, neighbourhood etc) rather than the shop unit or parade in isolation. 


It is also suggested that representation from New Prospect Housing Association Housing Management be included within this team as they have daily experience of what is happening on the ground and will have useful links with housing tenants and the community in general. It is recommended that this team meet on a regular basis and may even be based in the same office. The team would concentrate solely on their particular area and provide a framework for continuous improvement in the management of non-housing assets.

5.2
It is recommended that the resourcing of the management of the non housing assets be prioritised by senior management and that the provision of sufficient resources for staff and investment into this area be a key deliverable aim for the council.

5.3
Previous shop unit reviews have not involved residents, shop tenants and stakeholders. It is recommended that future option appraisals include consultation as a key part of the process from the beginning of the review through to production of recommendations and the action plan. Best practice from other organisation can be used here.

            For example, Trafford Council have worked through their Good Neighbour Unit in Old Trafford to deal with problems of vandalism, ram-raiding and anti-social behaviour around their shop units. This was achieved through community involvement as a key part of the process and included a Residents Day, which involved leafleting through the area to advertise a clean up day. 


On the day itself, grounds maintenance staff were actively involved with the residents in litter collection, placing of additional CCTV, cleaning up graffiti, fixing additional security lighting and installing bollards. The Area Housing Panel was involved and was able to contribute £10,000 towards additional security measures.

It is important that where shop parades are considered for rationalisation, all parties are involved in the process and exit strategies implemented to ensure shop tenants are retained and relocated to alternative sites, if feasible.

It is recognised that this will involve additional resources and this could be carried out by existing staff or outsourced to external firms if required.

5.4
It is recommended that consideration be given to changing working practices to enable Housing Strategy and Property and Development Services to work together more closely. Possible options could include;

· Moving staff to work in the same office

· Merging of the two departments (we understand that this is currently under consideration)

· Establishing effective liaison arrangements

· Establishing shared database

5.5
It is recommended that the examples of good practice cited where Property and Development Services have been involved as part of the regeneration teams at Langworthy & Seedley and Higher/Lower Broughton be replicated throughout the Borough. This approach should be implemented as standard practice in all areas of decision making involving the shop units.

5.6
Consider methods of raising the profile of shops within the local authority and community. This might include, for example;

· Attending tenant and resident meetings

· Linking with local councillors and generating political interest in the shop units

· Linking in with regeneration teams, neighbourhood management activity and associated publicity

· Local Authority publications and newsletters

5.7
Area-based Reports


In place of the previous shop portfolio reviews, it is recommended that the new area-based team carry out area-based reviews of the non-housing assets within the area, including shop units. This would be carried out in a holistic way to ensure that the assets are viewed as part of the wider community. It is recommended that these area-based reviews include the following;

· Aims and objectives of the review


The overall aim is to provide sufficient information on which to base an action plan that deals with the immediate priorities and provides a framework for action over the short, medium and long-term. This must include the following;


i) Analysis of the costs and benefits of holding the assets, including a full
analysis of the risk associated with retaining obsolete units


ii) 
Full condition survey


iii) 
Market appraisal of units where disposal is an option


iv) 
Analysis on an area basis of key risk (i.e. key assets where action is vital to 
prevent further deterioration in the area and unit or parade). This will highlight the 
priority areas that should be tackled first.

· Details of how the aims and objectives of the report link to the Corporate Objectives and Implementation Plan from the best value review.

· Impact of options on housing stock/regeneration areas

· How the risk analysis will be incorporated into the processes and systems used for option appraisal. For example, it may be necessary to introduce a checklist for each area-based analysis of shop provision, to ensure all areas of risk are considered including;

i)
Tenant is not co-operative and unwilling to negotiate

ii)
Anti social behaviour around unit is making shop unit unviable

iii) 
Housing stock in area is to be demolished

iv) 
Costs of retaining unit are high and rising

v) 
Future shopping trends/fashions and changes to shopping facilities in area i.e. 
resiting of existing supermarket may indicate declining demand


The option appraisal will need to include a risk analysis table which evaluates all 
these areas and grades the probability of them happening.

· Details of Option Appraisal methodology

· Details of team responsible for the report Consultation Strategy and Implementation Plan  (it is recommended that the team include representation from Housing Strategy, Development Services and New Prospect Housing)

· Details of how the authority will engage customers in key decisions that affect them and how the service is delivered to them

· Action on establishing a regular customer satisfaction survey

· Action on establishing a tenant profile

· Details of the roles of the key departments and the service level agreements

· Decision making criteria and audit trail/committee approval process

· Detailed Implementation plan with short and long term priorities linked to staff work plans and targets that would be reviewed on regular basis. This should also include a resource plan covering budget and staffing issues.

· Details of how the authority will set challenging targets across a range of indicators

· Review performance indicators in light of information currently available

· Methodology for evaluating impact of decisions made and feedback of this information into future decision-making process to enable continuous improvement.


It is suggested that once the area-based analysis is carried out, the team responsible for the Report return to the area after 6 months then again 12 months after action has been taken and follow up with resident and shop tenant interviews to assess the impact that the action has made. This should then be fed back to senior management and the other area working parties and shared with both Housing Strategy and Development Service departments. The results could also be included with staff newsletters.

· Details of how often the review would be updated and how targets will be reviewed

· Details of approach to shops in key areas of regeneration.

Yours sincerely

Martin Gladwin BSc MRICS

PROPERTY INVESTMENT CONSULTANT

Direct line: 0151 708 4663

Mobile: 07970 268 663

e–mail: martin.gladwin@plusgroupltd.org.uk
